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445 '1-welfth Street, S.W. 
Washington, D.C. 20554 

MAR I 2 2003 

?&HAL COMWNICATIONS COMMlSBlnh 
OFFIC: OF THE SECRETARY 

Re: Ex Parte in CC Docket Nos: 00-256, 96-45. 98-77. and 98-166 

Dear Ms. Dortch: 

On Tuesday, March 1 I ,  2003, David Bartleti ofALLTEL Communications, Inc., Robert 
DcRroux or TDS lelccommunications Corporation, and I (collectively referred to as the "Company 
Representatives") met with Matthew Brill, Senior Legal Advisor to Commissioner Abernathy. 

I'he subject o€ our discussion was a proposal developed by the Company Representatives 
regarding the alternativc regulatoly structure contemplated by the Further Notice of Proposed 
Rulemaking in  the above-referenced proceedings. In this regard the Company Representatives 
discussed the possibility of utilizing the Commission's Part 61.39 rules as a basis to provide an 
additional tariff filing option for rate of return carriers without increasing any administrative or 
regulatory burdens on those small companies that currently qualify to utilize the Part 61.39 rules. 

The Company representatives explained how the proposal would function and how benefits 
would result for all parties: end user customers, interexchange carriers, and the non-price cap 
telephone companics that are not currently qualified to utilize the Part 61.39 rules. The attached 
docuincnts were provided and referred lo in the course of our discussion. 

Please direct any questions regarding this to me at (202)296-9055. 

Stephen b. Kraskin 

Cc: Matthew Brill. Esq 
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ALLTEL Communications, INC. 

MADISON RIVER COMMUNICATIONS, LLC 
TDS TELECOM, Inc. 

I. INTRODUCTION: The  Rural Company T a d  Option is responsive to a need that the 
Commission has identifed. Implementation of the proposed option wil l  address concerns of 
rural carriers in a manner that also serves the interests of access users and rural customers. 
t In rcsponsc to  die Coiirrnission’s Furllicr Noticc or Proposed Rulernnlung set forth in thc 

Coiriiiiission’s Ort lcr  rclcascd Novcnibcr 8, 2001 in CC Docket No. 00-2.56, ALLTEL 
Cornriitiiric.;itions, Iiic., Madisoii River C‘omr~runications, XLC‘., and TDS ‘TELECOM, 
Inc. (collcclivcly, “ h e  R u r d  Cxrrici-s”) have given both indcpcndent and collective 
coiisitleralion LO tlic dcvclopmcnt of options av;ulable as altcrnativc rcgulatory skuclures 
li)r rAte-ollrctuni c;urici-s tliat currcntly havc no meaningful options. 

1996, with over 50,000 access lines, including thc Rural Carriers, havc n o  realistic 
altciii;itive or incentive option avail;tblc LO r;ltc-or-return regulation. 

Spccilically, r u r d  Lcleplione companies, as dclinetl by the Telecommunications Act of 

W Giveii tlie cos( characteristics or ttie rural geographic areas served by thc Rural 
Carriers, it is no t  practic;iblc lor these companies to clcct Price Caps as currently 
IbnnLilaLctl. 
W 
inccntivc reghlion csLablislictl in S 61.39 of the Commission’s Rules Lo address 
die ncctls olrui-d coinpaiics, heir access users, and their end uscr cuslomers. 

‘flic Coniiriissiori Iiits long I-ccogiized that the distinct characleristics of rural telephone 
companies in conibinalion with their diversity result in the conclusion that it is appropriate 
t o  establish “a contiiiiiiini of  increasingly inccntive-based approaches which pennits a 
company to sclcc~ a plan bcsl lilting its cil-cunistances. 

lindcr existing rules, tlic Rural Carriers arc not permitted to clcct the use of the 

I , ,  

In the Maltrr of Replalory Rrjirm for Locol Exchange Carriers Subjecl to Rate of Relurn Regulation, 1 

CC Docket No. 92-1 35, Report and Order released June 1 I ,  1993 (the “ 0 1 R  Order”), para. 4. 
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Pi.ior IO ;UI!. cupcr i cn tc  nit11 1)ricc caps or ally ahcrnativc fol-ms or incentive 
i-cp I la1 ion: 

I’i~iot~ 10 any cspci-icncc in  ohcrving thc v;cluc of thc S 6 1.39 rulcs lor rural ratc- 
oI+cturii c;uricrs; 
w Prior to tlic I i l u r c  olOIR to provide a viablc altcrnativc lor c;uTicrs similarly 
situ;iktl IO the R u I d  C;ii-rici.s; aid 
w Pi-ior to the atloption ol’tlic ~l‘elccommuniralo~ls Act 01‘ 1996 which provit les a 

sl2Lluk)v t lc l i i t i t io i i  0 1  “Rur;ll ‘I‘clcphonc Conipnny.”’ 
‘1‘11~ Rui-;tl Cart-icrs nolc tliat tlic Comniission has previously bccn asked to considcr 

cupaiidiiig llic avail;il)ility ol‘tlic 5 61 .39 rulcs. A similar proposal was set forb by USTA iii 
~ l i c  course 01 tlic Commission’s 1998 13iennd Review. I n  response, Lhc Coinniission 
t lcclinctl to  adopt h e  ~iroposal iioling hat  this, and rclatcd acccss pricing flexil)ility 
I)l-oliosals, would be I jcttcr xltlretscd in ttic Acc.ess f~‘c/onii proceeding. 
i lccort l i i ig ly,  il is appropi.ialc lor Ihc Commission to considcr ,and adopt Lhc Rural Carrier 
pt-o1)osa1 to cxpand h c  availitbility or the 561.39 rulcs to all rura l  Iclcphonc cornpanics. As 
11ic Cc)niniission’s cupcricncc wil l1  the S 61.39 rulcs has dcnions~~atcd,  Lhc adoption or llic 
R i r r n l  Coinlmny T;LriIl’Optio~i \vi11 SCIYC the public intcrcst by providing a currently 
unar;dablc option to tlic Rural Carricrs and similarly situated rural tclcphonc companies. 
liriplcriie~itatiori of tlie Rural Coirip;uiy Tarif1 Option will proinotc: 

Re;rsoii;iblc access r;ites; 
Rctlucctl t-cylatoly burtlcri; 

t 

Potcnrial lor reduced cnd user chargcs. 
11. The minimal Rule changes required to implement the Rural Company Tariff Option 

are consistent with both Commission policy and the Telecommunications Act of 1996. 

t I ’ l i e  availal i l i ty of tlic S 61.39 Rules is currcnlly Limited to local exchange carriers serving 
.‘jO,OOO or k w c r  ;~cccss line i i i  a bfivcii slutly area thal are described as subsct 3 carriers in 
69.602 (i,c., annual opcratiilg revciiucs under $40 inillion). 

In establishing the limitation the Commission noted that it was considering forms of alternative or 
reduced regulation in separate proceedings. 

The Rural Carriers respectfully suggest that the definition o f  Rural Telephone Company set forth in the 
1-elecommunications Act provides a firm basis for revision of the limitation on the application of 5 61.39. 
There i s  no meaningful distinction among rural telephone companies, as defined by the Act, with respect to 
the b e r y  concerns and carrier characteristics addressed by the availability of the 5 61.39 rules. 
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+ ’l’lic Ilur;il Coinpany ‘l’ai-ill’ O l h n  in;iy t)c iiriplciriciitctl by sul)stitutjng t l ~ c  rollorvilig at 
tlic I ) c ~ i n n i n g  01’s 61.,3!): 
§ 61.39 Optional supporting information to be submitted with letters of transmittal for 
Access Tariff filings effective on  or after April 1, 1989, with respect to any study area 
operated by a Rural Telephone Company. 

( i d  .Scope. 71’liis section provides lor iui  optioiid rnctliotl 101- liliiig for a n y  study 
arc;t S C I Y C ( I  by ;i Rural  ‘l‘clcphoiic Company ;IS h i t  tc rn i  is dclirictl in 5 51.5 ol‘tliis 
chapter.  

A ~iiiiiI;tr rcvisioii is I-ccliiirctl i n  9: 61.38 to replace the relcrcnce to die 50,000 l ine and 

111. Additional proposed moddkations to the Commission’s Rules will align the operation of 5 
61.39 with the implementation of the MAG decision. 
+ ‘I’lic R L ~  Ciirricrs pi-oposc no cli;uigcs to h e  l ‘ r f i c  Scnsilivc portion of the S 61.39 tariff 

option. I !ridci- existing rules, carriers liliiig l‘rallic Scnsilivc rates under S G I  .39 base heir  
r;iLcs o r 1  Iiistorical cohts aid tlcniantl. For the initial 8 61.39 t,vilT filing, a canicr uses 
;iclu;d costs aid dcni;iiitl lor tlic previous calendar ycnr. For 5ul)sequent flings, the carrier 
uses tlic aclual  costs ;uitI tlriri;uid lor 11ic two previous calcntku years. 6 61.39 uses 
regulatory lag to provide an  iiiccntive to h c  ILEC to control costs and stimulate demand, 
while the cusloniers beiiclit Ironi the sell-correcting nalurc of the plan. LfLciencies gained 
during tlic tarilt’ period arc rellectcd in subsequent lariff filings. 
[n their review of the Q 6 I .39 rules, the Rural Carriers noted that the implementation of 
the MAG Order affects the operation of fj 61.39 with respect to the common line option. 

Under the existing fj 61.39 rules, cntl user chargcs are set at the lower of cost or 
subxrilxr liiic cliargc (“SLC”) caps; and the remainder or h c  conlrnon line revenue 
1-cquircmcnl i i  to be rccovcrcd hi-ougli  tlic CCI, charge. The  MAG rules, however, have 
clirniii;itctl CCL charges evccpt lor tlic s m a l l  m o u n t  remining for the final SLC cap 
transition; ICLS has bccn crc;iktl to recover the residual. 

Accordingly, the fj 61.39 rules should be revised to enable the electing company to 
recover the residual Common Line revenue requirement through the ICLS, consistent 
with the changes in the MAG order. 

’The Rural Carriers offer a procedure below to accomplish this in a manner consistent 
with the underlying policy intent ofthe Commission when i t  expanded the fj 61.39 option 
to include the CCL rate. 

111 h c  ciirrcrit cn\ironniciil ol’stapi;ui~ line g rod i ,  rural rate-of-return carriers should 
I)c prmitlctl M i t l i  eupaiit lctl and ;ultlitional incentives to control costs. ‘I‘hc Rural  Cmicrs  
ti ; lvc tle\~clopctl a proposed i r icc l i i i i i is i i  to  revise 61.39 in a irianncr tliat both pro\.itlcs 
11r.ri incentive, ;III~ h i d i t s  ~ l i c  ciistomcrs b y  i~csclting huppnrt c \ ~ v  two years Iiascd o n  
c l l i c i c r i q  g;;ns o l  llic previous IW~-!C;II- period. 

Spccilic;llly, tlic R u i d  Chi.ricrs 1)i-oposc to i.c\isc 
c s ~ ~ i ~ ) ~ i s ~ i i n c i i t  ol‘t l ic CCI, r a ~ c  (niitl to iii;ikc c o ~ ~ s i s ~ c ~ ~ ~  I-ulc clinngcs in $‘ 54 and 9: 69 olIhc 
C’oii ini irr ion’s Rules) 10 pwvitlc ;is hillow: 

>ul)sct 3 l i ini lntioir wit l i  respect LO Ilic iipplicatioii 01’s 61.39. 

+ 

6 1 3 9  with rcspccl to the 

w 
1)). ~ l i c  histor i~~;d Icvcl oI’;icccss l ines. 

~h ; i~ )~ id i  pci.-liiic Coniirioii I inc  support al (lie I l i j tor ical  IcvcI ol’coj& divided 

- I ‘ I IC  liJl~l1llll;l WOll ld  1I l ih;dy 1)c cst;ll)lisliccl k)!, 1lljlii.iiig l l i c  Ilist()ric;d I )cr iod 
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Common Line Revenue 
Source 
Srrl)scri lxr l ine  Chargcs 

Per-line Cominon liiic 
Sctdcrncnt Amount 
Special Access Sui-charges 
ISDN Linc Port Charges 
linivcrsal Scnicc CIixrge.; 
(FISC) 

5 

Detemnation o f h o u n t  

Rased on historical year costs, wid1 ratc development 
consistent cvith current SLC rules, using SLC caps in the 
rules. 
Historic ycar costs, adjusted lor SLCs, special access 
surcharges, and ISDN port charges. 
Based on Iristorical period ratc development. 
Based on historical period rate developmcnl. 
Rccovery bascd on currcnt period assessmcnts from 
1 iS.4C. 



Commission’s goals. The adoption of the proposal otherwise is limited in its impact on 
existing mechanisms: 

Local Switching Support: 
require changes to the methodology by which Local Switching Support (LSS) is 
calculated and recovered. This element will continue to be paid based on estimated costs 
for the year, subject to true-up. Accordingly, the proposal has no impact on the manner in 
which LSS is treated under the existing rules. 
* High Cost Loop Funding: The Rural Carrier proposal does not contemplate or require 
any changes to the High Cost Loop Funding (HCLF). The Rural Carriers respectfully 
submit that any current or subsequent consideration by the Commission regarding HCLF 
should be separate and apart from the consideration of this proposal. Consideration of 
any issues or proposals regarding HCLF should not be permitted to delay the expedited 
adoption of the Rural Company Tariff Option and the resulting benefits of expanding the 
availability of 5 61.39 to all rural companies. . NECA Pooling and Incentive Regulation: The Rural Carriers anticipate that the Rural 
Company Tariff Option will work well with the NECA pooling process. 

The Rural Carrier proposal does not contemplate or 

Companies electing $ 6 I .39 incentive regulation for Traffic Sensitive rates 
would settle with the Pool based on per-minute or per special access line 
settlement ratios. 
W No administrative burden will result for companies electing the Rural 

Company Tariff Option for Common Line, Participation in the NECA Common 
Line pool would be administratively simple; these companies would simply settle 
with NECA based on the per-line settlement amounts (as proposed in Section 111 
above). 

+ The adoption of the Rural Carrier Tariff Option will not be disruptive to other existing 
policies, practices or procedures: 

.MI Rural Tclephonc Cornpanics woultl be ablc to elccL to apply S 61.39 rules to 
1 rdl ic  Sensitivc, Common Idne, or both, by study area in tllc same manncr that a more 
lirnitetl subscl or rural tclcphoiie companies arc able to do today. 

.Is uiiclcr h e  euisting S 61.39 rules, thc rcsclting of rates evcry two years will providc 
both protcction LO thc c lcc r i lg  rural telcphonc companies and benelib 10 IXCs. 

In Llic M.4G proccctliiig the Commission acknowledged thc conccrns of rural 
+)lIone companies \cI t l i  rcspccl to a i y  prospectivc nrmdatcd incentivc regulation. The  
R u ~ d  Carricr proposal is optional li)r a11 rural non-price cap companies and will not impact 
any rural company in il ncgativc nianricr. The adoption of the Rural Company Tariff  
Option docs not and should not  imposc any additional regularion or adminisrrative 
burden on rural  companies currently eligible to utilize 5 61.39. 

company study arcas Illat currently have no viable incentive option. The  proposed oplion 
is fi)uii(Ictl on cxisting rulcs a id  policcs arid rcsuhs, as tlic Conimission has conternpla[ed, 
i i i  t l ~ c  cupansiion of a continrnini of inccntiws avilahlc to non-pncc cap carricr. 

The Rural Carrier Tariff Option can be e;isily adopted am1 implementctl without 
;dmi  nisbdvc burdcii LO m y  p a r ~ y .  The proposed rule changcs lo expvitl die application 
01’s 61 .:39 arc vel). slraiglil-lonvwtl. ‘ f l ie rcmaintlci- o C h  rule climgcs proposccl by tlic 

? _  

-l‘he Rural Carrier Tariff Option provides an incentive larifT liling option for many rural 
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Rui.al Carriers adtlrcsh changes in an etlicicnt manner consistcnt with existing policy to 
aligi S 6 I .:I9 with the cliangcs in  CCL rcvciiuc requircmcnt rccovcry ttiat result lion1 tlic 
iiiiplciiicntntiori 01' tlic M A G  Ortlcr. 

V. The Commission Can Obtain Maximum Public Interest Value from the Rural 
Company Tariff Option by Expedited Adoption that Enables Carriers to Elect to Use the 
Option Effective July 1,2003. 
t The Rural Carriers respectfully request that the Commission afford the Rural Company 

Tariff Option expedient consideration in order to ensure that the required rule changes are 
effective on a timely basis that enables rural telephone companies the opportunity to elect 
to implement this plan concurrent with the election for interstate tariffs effective July 1, 
2003. 

Adoption of the Rural Company Tariff Option will cxpmtl the availability of a succcssrul 
iiicciitivc p h i  h i t  has provcn to address thc needs or rurd telcphone companies in a 
ni;uincr h a t  ;dvanccs the public. interest. The  cxpansion of thc availability of S 61.39 
pIo\itlcs a missing clcmcnt on the Commission's intended continuum 0 1  incentivc 
regulation altcrnative dcsignctl to ciicouragc eflicicncies and reasonablc rates for both 
access crrsloniers a~i t l  end user customers. 
For an clccling company, S 61.39 provitlcs a strong inccnlive to opcrate eflicicnlly during 
h e  tvilTplan. As an incentive, thc rural company is ablc to keep any additional revenues 
carnctl while undcr incentive regulubtiori. As a rcsult of the gain in efficiencies, the access 
customer benefits. Ratc reductions are reflected at the end or h e  first 6 l T  period whcn 
h e  carrier filcs new ratcs based on the two-year period since it last filed rates. End users 
nil1 hcnclit frorll $ 61.39 filings through lower SIX rates and/or lower universal service 
lunding requircincnls. 
Wticr i  llic electing comp;uiy hlcs its new ratcs undcr S 61.39, the company uscs the two- 
year historical period, costs and deinaid, to establish its ratcs For thc next tarilTperiod. As 
a result, its operating eflicicncies during h e  initial tvitf period hnslate into lower rates to 
camicrs during tlic sccorid tarill period. This result provides a powerful incentivc to 
continuc to opcrate niorc ellicienlly. ?'he Rural Carriers respcclfully submit that the public 
iiitcrcst will bc well scnetl i t  this slrong and succcss~ul inccnlive currently avdablc to some 
rural tclcphonc cornpanics i s  made av;UI;~I~Ic to dl rut-al companies by the Commission's 
eupcdiciil adoption 01' tlic Rural Conlpxny Tubrill Option. 

CONCLUSION 
+ 

+ 

+ 


